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SUBMISSION ON AEMC CONSULTATION PAPER ON NATIONAL ENERGY RETAIL AMENDMENT (PREVENTING DISCOUNTS ON INFLATED ENERGY RATES) RULE 2018
BACKGROUND

The Queensland Consumers’ Association (the Association) is a non-profit organisation established over 40 years ago and which exists to advance the interests of Queensland consumers.  The Association’s members work in a voluntary capacity and specialise in particular policy areas.

The Association is a member of the Consumers’ Federation of Australia, the peak body for Australian consumer groups, and works closely with many other consumer and community groups.

The Association has been especially active for many years on energy issues in Queensland and nationally and is currently represented on the:

· Queensland Competition Authority’s Consumer Consultative Committee

· Energy and Water Queensland Ombudsman’s Advisory Council.
The Association is also a member of the Queensland Council of Social Service’s Essential Services Consultative Group.  

The Association has participated in, and made numerous submissions to inquiries etc. on energy issues conducted at national level, in Queensland, and in other states.

The Association has a strong interest in policies and practices likely to improve the effectiveness of markets and especially in the need for effective consumer protections and ongoing effective consumer demand created by many engaged consumers making well-informed choices.

Therefore, the Association welcomes the opportunity to make this submission.  The contact person is Ian Jarratt, email ijarratt@australiamail.com

GENERAL COMMENTS
1.We support the proposal for a joint AEMC-AER recommendation to the COAG Energy Council to make retailer non-compliance with RPIG’s provisions on presentation of market and standing offer prices subject to a civil penalty under the NERL.

The reasons for our position include:

The presentation of offers has major impacts on consumer behaviours and choices.  Therefore, it is essential that the AER has effective tools that can be applied quickly to enforce compliance with RPIG requirements.  It is particularly important that the AER has the ability to issue infringement notices.

2. We do not support introducing a rule in the NERL restricting retailers from including discounts in market retail contracts where all of the energy rates in the contract are above the equivalent rates in a standing offer.

The reasons for our position include:

(i).The rule change is likely to have the unintended and unwelcome consequence of standing offer prices being set at higher levels that would otherwise apply.  This is likely to occur in a variety of scenarios.  For example, retailers mainly set market offer prices above standing offer prices to be able to offer higher percentage discounts than they otherwise could.  So, to maintain these discount levels under the proposed rule change they would have to increase their standing offer prices.  This will in turn provide an incentive for other retailers to do the same in order to offer competitive percentage discounts. 
This behaviour is most likely to occur in markets where standing offer prices are unregulated. This includes south east Queensland (SEQ) even though currently the regulation of regional standing offer prices and basing them on likely unregulated SEQ prices may slightly reduce the effect  
It is likely to occur in SEQ also because there is negligible price based competition for standing offer customers and the current regulations allow retailers to compete on percent discounts rather than estimated actual cost to the consumer.  We consider that the latter is required for there to be effective and fair competition and consumer participation in the market for this essential service.

Also, just the existence of the proposed new rule may provide an incentive/ justification for more retailers to set their market offer base prices at the same level as their standing offers, rather than below them, and at higher levels than they otherwise would be.
Upward pressure on standing offer prices in SEQ will, because of the Queensland government’s uniform tariff policy, have negative impacts on regulated standing offer prices in regional Queensland. 

(ii). The rule change would not reduce confusion much because consumers know very little about standing offers and, at the moment, very few market offers have base prices higher than the equivalent standing offer.  Consumer confusion is mainly caused by:

· the different base prices used by retailers for market offers and many consumers thinking that they are all the same and/or regulated, 
· differences between retailers in what the discounts apply to, especially regarding usage and daily charges, and whether they are unconditional or conditional (and if the latter, conditional on what).
The proposed rule change does nothing to address these main sources of confusion.
(iii). Given that the ACCC is due to release its report on Retail Electricity Pricing very soon it is not desirable, or best practice public policy-making, to make a rule change on this matter until the report has been released, assessed and decisions made on possible changes to the NERL.  It is quite possible that the report will result in other changes to the NERL or other changes that may have negative implications for the proposed rule change, make it redundant, or require its modification.


